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PROCEEDI NGS

10: 36 a. m

HEARI NG OFFI CER RENAUD: All right, good norning,
we w Il now begin the status conference. This is the
Hydrogen Energy California Project at the California Energy
Comm ssion. M nane is Raoul Renaud, | amthe Hearing
Oficer assigned to this matter. W are neeting here in
Hearing Room A in Sacranmento at Energy Conmi ssion
headquarters.

We have a nunber of representatives of parties
here in the roomand we al so have a nunber of people
participating by tel ephone through our WbEx system
think we'll start out with introductions first so we all
know who is here and then we'll review the agenda and then
get into our discussions.

Sitting here at the dais to ny imediate left is
Karen Dougl as, the Presiding Menber of the Cormittee, and to
her left is Galen Lenei and Jennifer Nel son her advisors.
Al'so at the far end of the dais is Eileen Allen, the
Comm ssi oners' technical advisor for facility siting. To ny
right is Andrew McAllister, Comm ssioner and Associ ate
Menber of the Committee, and to his right is Pat Saxton, his
advi sor.

Let ne ask for those in the roomto introduce

t hensel ves starting with applicant.
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MR CARROLL: Yes, Mke Carroll with Latham &
Wat ki ns on behal f of the applicant.

MR. LERDAL: Mark Lerdal fromthe applicant.

MR. LANDMAN. Ceorge Landman with the applicant.

HEARI NG OFFI CER RENAUD: Thank you.

MR. CARROLL: M. Renaud, also fromthe applicant,
Mari sa Mascaro, Senior Vice President for Legal and
Regul atory Affairs is on and al so Dale Shileikis, Senior
Vice President with URS, the applicant's consultant, is on
t he phone.

HEARI NG OFFI CER RENAUD: G eat, thank you. And
staff?

M5. DeCARLO Lisa DeCarlo, Energy Conmm ssion
staff counsel.

MR. WORL: Bob Worl, project manager. Also we
have the assistant project nanager, John Heiser, and a
nunmber of technical staff who we can introduce if it becones
appropri at e.

| also wanted to nention that Paul Detwler from
t he Departnent of Energy was going to call in and be on the
line and I"mwondering if he is, in fact, with us.

HEARI NG OFFI CER RENAUD: He is appearing here on
the screen and is present, thank you. And we'll get to
i ntroductions fromthe phone-in people in a nonent.

| also want to introduce in the roomBlake -- |I'm
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sorry, |I've forgotten your |ast nane, | know it's Bl ake.

MR ROBERTS: |It's Blake Roberts.

HEARI NG OFFI CER RENAUD: Roberts.

MR. ROBERTS: Yes, the Assistant Public Adviser.

HEARI NG OFFI CER RENAUD: Very good, thank you very
much. And now let's turn to those participating by phone.
Are there any of the parties, that is intervenors, who would
i ntroduce thensel ves, please?

(No response.)

HEARI NG OFFI CER RENAUD: Any intervenors on the
phone? | amgoing to call roll in that case since we are
not hearing from anybody. GCkay, CURE, California Unions for
Rel i abl e Energy, are you represented today?

(No response.)

HEARI NG OFFI CER RENAUD: Association of Irritated
Resi dents, Tom Frantz?

(No response.)

HEARI NG OFFI CER RENAUD: Sierra C ub?

(No response.)

HEARI NG OFFI CER RENAUD:  Envi ronnent al Def ense
Fund?

(No response.)

HEARI NG OFFI CER RENAUD: Nat ural Resources Defense
Counci | ?

(No response.)
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HEARI NG OFFI CER RENAUD: Kern County Farm Bureau?

(No response.)

HEARI NG OFFI CER RENAUD: HECA Nei ghbors, Chris
Romani ni ?

(No response.)

HEARI NG OFFI CER RENAUD: Ckay. Then if
representatives of any governnent agency or other government
entities would introduce thensel ves, please.

(No response.)

HEARI NG OFFI CER RENAUD: M. Detw ler, are you
t here?

MR WORL: | wonder if we have a --

HEARI NG OFFI CER RENAUD: | wonder if they're nuted
or sonething? Let ne see.

MR WORL: Sierra Club is also on the |ist but
didn't respond to your roll call.

HEARI NG OFFI CER RENAUD: Let ne just ask if
anybody who is phoning in would just say sonething so we can
make sure you can hear us.

(No response.)

HEARI NG OFFI CER RENAUD: That's not good. Al
right, well we are going to just take a nonent here and nmake
sure we have the audi o working correctly before we proceed.

Matt, it seens that they can't hear us. kay,

we've got it? Al right, I"'mgoing to begin again with rol
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call for the intervenors. California Unions for Reliable
Ener gy?

(No response.)

HEARI NG OFFI CER RENAUD: Association of Irritated
Resi dents, Tom Frantz?

(No response.)

HEARI NG OFFI CER RENAUD: |If you're here pl ease
speak up. Sierra C ub?

M5. I1SSOD: Hi, this is Andrea |ssod.

HEARI NG OFFI CER RENAUD: Good, thank you. Okay.

Envi ronnent al Def ense Fund?

(No response.)

HEARI NG OFFI CER RENAUD: Nat ural Resources Defense
Counci | ?

(No response.)

HEARI NG OFFI CER RENAUD: Kern County Farm Bureau?

(No response.)

HEARI NG OFFI CER RENAUD: HECA Nei ghbors, Chris
Romani ni ?

(No response.)

HEARI NG OFFI CER RENAUD: All right. Are there any
other -- any representatives of governnent agencies on the

phone who woul d introduce thensel ves,

MR DETWLER  Pau

of Energy.

pl ease.

Detwi ler for the US Depart nent
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HEARI NG OFFI CER RENAUD: Thank you, sir, and
wel come. Okay. And let ne repeat for those who m ght not
have heard ne before, those of you who are on the phone, you
may have papers on your desk, other activities you are doing
there. W can hear what you are doing and it gets anplified
and is pretty loud in the roomin here. So if you can make
an effort to keep your extraneous noi ses down that woul d be
much appreciated. That will enable all of us to hear one
anot her and to hear you. Thank you.

kay, let's just briefly go over the agenda as set
forth in the notice that was published for today's hearing.

W will hear reports fromthe applicant and staff
and intervenors to the extent they want to provide a report
regardi ng the status of the case and anything they wish to
bring up and we will discuss scheduling issues.

In connection with the schedule, the Sierra Cub
has filed a notion to extend the discovery cutoff and so
we' || discuss that in connection with the Sierra Club's
notion and the schedul e.

In addition, the Conmttee Menbers may have sone
i ssues they wish to raise with the parties.

After that we will proceed to a public conment
period when we will allow nenbers of the public to nake
comments to the commttee regarding the matter.

And after that if necessary the Cormittee may
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adjourn to a closed session for deliberation.

Those of you who filed status reports, we
appreciate that, thank you very nmuch, they are very hel pful.

It was the | ast set of status reports that really
pronpted the calling of this status conference because the
applicant and the staff appeared to have a di sagreenent over
the date, the appropriate date for the publication of the
PSA, the Prelimnary Staff Assessnent. Since that tine we
have received newer status reports fromthe parties and
those indicate that there is still sonme di sagreenent between
the parties, between the applicant and the staff regarding
the appropriate date that we should schedule for the PSA

And maybe before we get into the discussion of
that 1'lIl ask for clarification fromstaff. Your Status
Report No. 4 indicates in the text at page three that the
publication of the PDOC is expected in md-Mrch 2013 and
that staff would require at |east 30 days fromthat date to
conplete the PSA. which would take us to md-April. You' ve
got a suggested schedul e table on page five, which indicates
a PSA date of March 29. So | think we should just clarify
whi ch of those dates you want us to consider to be staff's
dat e.

M5. DeCARLO Certainly. And unfortunately we
can't give you a hard date because it does depend on

i ssuance of the PDOC so we would need at a m ni num 30 days
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fromissuance of the PDOC. W have been given a range from
the air district about when that m ght be and they have
indicated, | think the |latest information we have and the
appl i cant m ght have sone updates to this is, |late February
to md-March. And so we woul d need 30 days fromthe date
that is issued, at a mnimum to turn around a PSA.

HEARI NG OFFI CER RENAUD: Very good, thank you

Applicant is indicating a PSA publication date of
March 1st with the PDOC comi ng out on February 1st. So you
are in agreenent on the 30 day part but in disagreenent as
to when the PDOC would be. M. Carroll, do you care to
coment on that?

MR CARROLL: Yes. There were a handful of
outstanding issues with the air district; those have been
put to rest. W have had extensive discussion with them
over the | ast several weeks and as of yesterday, in fact,
resolved the | ast outstanding issue which related to the
federal conformty analysis.

When | spoke with Dave Warner of the air district
yesterday | infornmed himof our need for a PDOC by February
1st in order to adhere to applicant's proposed schedule. He
indicated to me at that time that he did not know of any
reason that they could not produce a PDOC by February 1,
given that we had, at that point, resolved all outstanding

i ssues, with the caveat that he was going to check with his
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staff just to nake sure that there wasn't somethi ng he was
unaware of. So as of yesterday we were getting a positive
reading fromthe air district staff on their ability to
produce a PDOC by February 1. It doesn't sound |like we have
air district staff on the call today.

We are in agreenent and we understand that the CEC
staff needs 30 days between PDOC and PSA so what | would
suggest is that if we could set a schedule that floats based
on that. So that the PSA due date would be 30 days fromthe
i ssuance of the PDOC and then it woul d be incunbent upon the
applicant to work with the air district to get that out as
soon as possi bl e.

HEARI NG OFFI CER RENAUD: All right, how does that
sound to staff?

M5. DeCARLO It sounds great for the Air Quality
section but | don't think we can commt to anything earlier
than at |east md-March for the entire PSA because we are
coordinating with the Departnment of Energy, so that inserts
alittle extra time to ensure -- because this docunent wll
stand in as their Draft EIS to ensure that they're
confortable with the conclusions we're reaching in our
anal ysis. So, you know, the end of March woul d be ideal for
us but no sooner than m d-March for the entire package.

HEARI NG OFFI CER RENAUD:  Ckay.

M5. DeCARLO And then, obviously, dependi ng upon
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30 days fromissuance of the PDOC

PRESI DI NG MEMBER DOUGLAS: Ms. DeCarlo, just a
qui ck question. Can you tell us how the coordination with
Department of Energy is inpacting the schedul e specifically?

M5. DeCARLO Not hing as of yet, we just
anticipate needing to fold in alittle extra review tine.
Qur staff, Energy Comm ssion staff, is taking the |ead on
witing the analysis. There are a couple of conponents that
are specific to NEPA that will need to be inserted and
provi ded by DOE but those are minor. Basically their
pur pose and needs statenent, a flood pl ains assessnent and
there m ght be one or two other small conponents that
they'Il need to provide us to insert. But | think the main,
the main need for a little extra tinme is just to ensure that
they have tine to review our analysis and are confortable
wi th what we're concl udi ng.

PRESI DI NG MEMBER DOUGLAS: Ckay. So you are not
rai sing procedural steps that are different between NEPA and
CEQA at this stage, you're saying that you have anot her
agency you're coordinating with that will be review ng the
draft. And is Energy Commi ssion staff taking the |ead on
drafting the NEPA-only sections or is DOE drafting those
sections?

M5. DeCARLO | believe DCE will be taking the

hel m on those.
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PRESI DI NG MEMBER DOUGLAS: Thank you.

MR CARROLL: That is the case, DOE -- it's not a
future matter it's a past matter. DCE did take the | ead on
drafting the NEPA-only sections and submitted them about siXx
weeks ago to the CEC staff and so we don't believe that
there is a need for additional delay with the PSA because of
t he coordi nati on because we think that's |argely happened.

And | realize, you know, we're down to quibbling
between two to four weeks here, which in some of these
di scussions is not a lot of time. But it's an inportant
period of time because we are trying to get to an FSA by My
1st because the diligence on the financing for this project,
which is fairly conplex, is scheduled to get underway in
May. And the lenders are going to want to know with sone
degree of specificity what the CEC staff's position on the
project is when they comrence their diligence. And so
that's really what is driving the schedule and really why
two to four weeks, March 1st versus the m ddle or end of
March, nmakes a difference to us.

HEARI NG OFFI CER RENAUD: Can you el aborate a
little bit on the financial concerns that nay be inpacting
the schedule at this tine?

MR. CARROLL: This is about a $4 billion capital
i nvestment on the project, which is significantly greater

than the typical Energy Comm ssion project. Wat that neans
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12

is that there will be a relatively |arge group of |enders
i nvol ved, | enders' counsel involved, all of themwanting to
conduct extensive due diligence on the project before they
make any conmtnments. And so we are anticipating that that
process is going to take longer than it would for funding of
a typical project and therefore we need to get it underway
sooner than we typically would and the schedul e right now
has that diligence starting in May of 2013.

PRESI DI NG MEMBER DOUG.AS: Can you hel p us
under stand what portion of that $4 billion is supported in
some way by the Departnent of Energy progranf

MR. CARROLL: Do you want to speak to that point?

MR. LERDAL: Yes | can. W have a grant with the
Depart ment of Energy of --

HEARI NG OFFI CER RENAUD: Excuse nme, would you j ust
identify yourself.

MR. LERDAL: |I'msorry. Mark Lerdal, president of
Hydr ogen Energy California.

HEARI NG OFFI CER RENAUD: Thank you.

MR. LERDAL: W have a grant with the Departnent
of Energy of $408 nmillion.

PRESI DI NG MEMBER DOUG.AS: Four hundred and ei ght
or 4807

MR. LERDAL: Eight.

PRESI DI NG MEMBER DOUG.AS: Four hundred ei ght.
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MR. LERDAL: Wat M ke was, Mke Carroll was just
speaki ng about with respect to this due diligence is
primarily fromthe Japanese Bank of International
Cooperation, which is related to generically their export/

i mport agency. And the Japanese Bank of I|nternational
Cooperation has pledged -- soft-pledged to begin their due
diligence in May, but with respect to 60 percent of the debt
necessary for this project because one of the primary
suppliers of the gasifier and the power block is Mtsubish
Heavy Industries. So nore specifically, what M ke Carrol
was j ust speaki ng about was the fact that the Japanese Bank
of International Cooperation will be |eading the due
diligence efforts on behalf of the Japanese banks and they
have set their schedule as kicking off on the 1st of May.

PRESI DI NG MEMBER DOUGLAS: And part of their
interest in investing is supporting the M tsubish
i nvolvenent in the project; is that what you just --

MR LERDAL: That's correct.

PRESI DI NG MEMBER DOUG.AS: Make sure | understood
t hat .

MR LERDAL: That's correct.

PRESI DI NG MEMBER DOUG.AS: That's correct. And
the soft-pledge of 60 percent of the debt, that would be 60
percent of the remaining project cost mnus the DOE grant?

MR. LERDAL: No, they will be -- in a project |ike
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this typically there will be 25 percent equity and 75
percent debt so really what we are tal king about is
somewhere around a $2 billion nunber.

HEARI NG OFFI CER RENAUD: All right? GCkay. |
guess | have a followup question. Wat would be the
consequence if just for various reasons we weren't able to
get to the FSA by May or the decision by Septenber, as you
have suggested?

MR. LERDAL: | think it would probably be a day
for day delay. Honestly, it's not, this doesn't kill the
project, 30 days doesn't kill this project. | don't want to
stand up here and say, if we don't get this done by May 1st
we'll be done for sure. This will be -- we were expecting
to have a financial closing in the fourth quarter of this
year. If it noved it to the first quarter of next year
that's perhaps |ikely because of this.

| think that one of the concerns that the Japanese
group has show to us has been the difficulty in the -- al
the comrercial arrangenents and the slippage in the schedul e
to date and | think there is some concern on our
counterparts there that we don't have as much support from
the federal and state governnent as they're providing from
their side. So it's nore of an art than it is a science but
| don't want to, | don't want to m slead you and say, if we

| ose 30 days this project is dooned.
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HEARI NG OFFI CER RENAUD: Thank you, appreciate
t hat, okay.

In addition to the air district issue the staff in
its status report raised water as a -- go ahead, another
guesti on.

PRESI DI NG MEMBER DOUGLAS: Before the Hearing
O ficer goes to another topic | just wanted to ask, and |
know Departnent of Energy is on the phone. M. Detwler, if
you coul d maybe give us your sense of the review tinme that
you think DOE will need to add on to getting the staff
docunent. That would help the Commttee.

MR DETWLER Al right. Well keep in mnd that
because it will serve the purposes of NEPA there will need
to be a 45 day comment period, so between the PSA and the
FSA at least. Plus tine to respond to those coments.
Comments that go to NEPA i ssues woul d be responded to by
DCE, comrents that go to exclusively CEC i ssues woul d be
responded by the Commi ssion staff, and if there are joint
i ssues | anticipate us working together on responses. But |
think we can work within the schedule that the Conm ssion
needs between the PSA and the FSA, with the understandi ng
that we just need to have a 45 day comment period. |
believe but | amnot certain that the conment period is 30
days under CEQA but | amnot sure of that.

PRESI DI NG MEMBER DOUGLAS: (Ckay, that's hel pful.

EHLERT BUSI NESS GROUP

(916) 851-5976




© 00 N o o B~ w N P

N RN NN NN R R R R R R R R R
O N W N B O © 0 N o 00 »h W N R O

16

And | guess | was al so asking you whether -- | was asking
you in ternms of the tine that it will take to get a draft
out. | think it's quite, you know, plausible that you woul d

need to look at the draft that's witten by our staff and
review it and sign off or supplenent or edit and that could
take sonme tinme. |Is your -- is the schedule that was
provi ded by staff, does that work in your tine line and the
review that you are anticipating?

MR. DETWLER | believe so, yes.

PRESI DI NG MEMBER DOUGLAS: kay.

MR DETWLER O course it's always difficult to
predict the reviewtinme for a docunent you have never seen.

PRESI DI NG MEMBER DOUGLAS: Yes it is. Thank you.

ASSCOCI ATE MEMBER McALLI STER: M. Detwiler, this
is Comm ssioner McAllister. Are there any other, sort of,
timng issues or conditions or any other sort of
contingencies that are built into the grant fromDOE to this
project that we should know about in that they --
particularly for the schedule, which is the topic we're
tal ki ng about right now?

MR. DETWLER The two that you should know about,
one -- and this is sort of the backstop to this whole thing.
The federal funds expire on Septenber 30, 2015, they were

appropri ated under the Recovery Act. So unless they are

spent by that date they are no |onger available to the
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proj ect .

Second, the Departnent's funding tends to go to
the front end of this project and we are al nbst as anxi ous
as the applicant to start to get other private investnent
into this. So | don't think -- | think that pretty nuch
sunms up our position right now.

PRESI DI NG MEMBER DOUGLAS: Can | ask,

M. Detwiler, just a followup question? Septenber 30,
2015, is that a start of construction date or is that a
project on-line date? What's the trigger?

MR. DETWLER No, no, no. The noney that DOCE is
provi ding has to actually be spent by then.

PRESI DI NG MEMBER DOUGLAS: Ckay, so it's an
expendi ture draw down date.

MR. DETWLER  Expenditure draw down date. Now it
doesn't -- as long as that noney is spent | don't -- that
does not correspond to the start of conmercial operations or
| think even the end of construction right now. But we'll
be front -- we'll be paying for the initial construction
activities, assum ng that we nmake a decision to proceed
based on the EI'S. But we anticipate that all of the noney
that DOE woul d give to construction would under the current
schedul e be spent by Septenber 30, 2015, so none of them
woul d be | ost.

PRESI DI NG MEMBER DOUGLAS: Right. And you're
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tal ki ng about spendi ng the noney on construction. Is
equi pnent purchase anot her --

MR, DETWLER  Yes.

PRESI DI NG MEMBER DOUGLAS: -- eligible for draw
down?

MR, DETWLER  Yes.

PRESI DI NG MEMBER DOUGLAS: (Okay, thanks.

MR DETWLER And | just want to clarify too,
we're funding the prelimnary design and the permitting
processes that we are in right nowas well. Not all of it
but we are contributing to it.

PRESI DI NG MEMBER DOUG.AS: \What are you
contributing to the permtting process?

MR DETWLER W cost-share in the fees for the
design and for, | believe, part of the legal fees and permt
devel opment fees. | can give you a -- | can't speak to what
we' re doing but we are cost-sharing in nost of the
activities seeking permts and things |like that.

PRESI DI NG MEMBER DOUGLAS: You know, that's
hel pful and | think that I, at least, would like to
understand that better. Maybe if you can't give us the
details today, if you could give it to us --

MR. DETWLER Right. W can give you the spend
plan for this phase of the project and for the subsequent

phases.
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PRESI DI NG MEMBER DOUG.AS: Yes, that would be very
hel pful, thank you.

MR, DETWLER  Sure.

HEARI NG OFFI CER RENAUD: All right, thank you all,
t hat was an excel |l ent di scussion.

Let's turn a little bit to the water issue that
was raised in staff's Status Report No. 4 and responded to
inafiling that came in yesterday fromapplicant. And
since staff raised it maybe I'Il let you go first. Wy
don't you, you want to sunmarize for us the water issue and
how that nmay be inpacting the schedule in staff's view?

M5. DeCARLO.  Sure. And | don't know that this is
fundanmental ly a schedule issue. W do hope to have a
wor kshop prior to issuance of the PSA to try and explore
sonme potential alternatives, we just wanted to raise the
i ssue and indicate that we still have concerns about the
wat er supply. W raised these initially in our issues ID
report and we have been trying to sort through the issues.

Fundanmental |y, the project will be using 7500
acre/feet of water and that's a lot. That's a lot.

Probably nore than we have seen in a power plant since |'ve
been here, over a decade, and so that initially raises a
concern. Now it's proposed to be com ng from groundwat er

wi th a sonmewhat high TDS but not necessarily out of the

range of what's usable for the farmng that's occurring in

EHLERT BUSI NESS GROUP

(916) 851-5976




© 00 N o o b~ w N P

N NN N NN R R R R R R R R R
O N W N B O © 0 N o 00 M W N R O

20

the area, so we just want to explore potential alternative
appr oaches.

Qur one concern is that the justification for the
use of this water appears to stemfromthe Buena Vista Final
EIR that instituted this renediation programfor the saline
water. Staff's concern is that there doesn't appear to be
any support for the conclusions reached in that FEIR

We have been -- apparently the FEIR refers to
reports that substantiate their conclusion that this program
woul d be beneficial, would be beneficial to the water in the
area and staff hasn't been able to find those reports.
know t he applicant has tried to provide them and we haven't
received themyet. So that's the one concern, that there is
this reliance on the FEIR and we are not sure that the FEIR
concl usions are fundanental ly supported. So we are
i nvestigating that.

But ultimately we want to see, is there an
alternative water supply? 1s there higher saline water,
hi gher TDS wat er out there that perhaps the applicant could
explore or are there other options?

So we're hoping -- we plan to rel ease our draft
analysis in the next day or two that identifies our thinking
on the nodeling that we were provided fromthe applicant and
our exploration of the various options that we would like to

pursue or at |east discuss further with the applicant. And
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we are hoping once we rel ease that to schedule a workshop in
early February, | believe, to sort out these issues.

HEARI NG OFFI CER RENAUD: So the question that was
coming to ny mnd as you said staff had concerns about water
was, great, glad you have concerns, but do you need nore

information? And you' ve partially, you have answered that

to some extent by saying you're still |ooking for these
reports. |Is there any other information that staff |acks?
M5. DeCARLO | believe that's fundanentally the

information we're seeking. And we can proceed w thout
those. | nean, if it ends up that those don't exist then we
woul d | ook at the alternatives nore cl osely.

HEARI NG OFFI CER RENAUD: Ckay. M. Carroll, any
response?

MR. CARROLL: Yes. Let ne say at the outset, we
have a great deal of respect for the water staff at the CEC,
both in terns of their substantive expertise and generally
they are very diligent and good to work wth.

In this particular case, however, we are very
frustrated. The water supply plan for this project has not
changed. Certain aspects of this project have changed over
the | ast several years abut the water supply plan has been
the sane since the original AFC was filed in May of 2009.

So to be sitting here in January of 2013 with the staff

saying that there is additional information that they are

EHLERT BUSI NESS GROUP

(916) 851-5976




© 00 N o o b~ w N P

N NN N NN R R R R R R R R R
O N W N B O © 0 N o 00 »h W N R O

22

| acking is very frustrating to us.

And as indicated in the filing that we submtted
yesterday, there was a great deal of activity related to the
wat er supply plan early on in these proceedings and then it
went essentially radio silence. Qur belief had been up
until just prior to the holidays that all of the major
i ssues related to the water supply plan had been resol ved
t hrough those extensive early discussions and that the staff
was witing its PSA section. So we were surprised and
frustrated when this issue arose just prior to the holidays.

We don't have any problem noving forward with
anot her workshop. Wth respect to the anal ysis underlying
the Buena Vista Water Storage District Final EIR, it wasn't
until today that | fully understood what it was staff was
referring to in ternms of the additional information they
were |looking for. W don't believe that exists. 1've been
comuni cating with URS by enmail since Ms. DeCarlo and |
spoke just before the conference starting. W don't think
there is any additional information there. But | think our
mai n source of frustrationis, if the staff had a request it
shoul d have been made clear prior to now, given that the
wat er supply plan has been under review for three and a half
years at this point.

So we're frustrated. W understand that they need

to do the analysis that they need to do. W are prepared to
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help themwith that in any way that we can. W really need
to avoi d having the schedul e i npacted by any additi onal
wor kshops or data coll ection needs.

And finally with respect to the substantive issues
related to the water supply plan. W believe, and the water
storage district believes, that this is a superior water
supply plan. Qur filing yesterday included a couple of
letters fromthe Buena Vista Water Storage District |aying
out their justification for that and their enthusiastic
support for this water supply plan. So we think at the end
of the day any substantive concerns that the staff may have
can be resolved in a way that is supportive of the proposed
wat er supply plan.

HEARI NG OFFI CER RENAUD: All right, staff, any
response to that? You're famliar with the two letters that
were attached, | take it?

M5. DeCARLO Yes. And ultimately staff's concern
is that there are assunptions that we haven't seen the data
to support and this is a | arge anbunt of water that the
project is proposing to use.

And while the supply plan hasn't changed the
average amount of water proposed to be used has changed.

The original project proposed, | believe, around 4800 acre/
feet average with a maxi mum of 7500 and this project nowis

proposi ng an average and maxi num of 7500, so an al nost
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doubling of the average use. So there is concern. W just
want to nmake sure we are doing a thorough anal ysis and
ensuring that the ultimate -- what is ultimately permtted
is the best that we can possibly do in terns of mnimzing
i npacts and conplying with our water policy.

HEARI NG OFFI CER RENAUD: All right. And these
concerns that staff has regarding water are reflected in
staff's proposed schedule | take it?

M5. DeCARLO Yes, yeah.

HEARI NG OFFI CER RENAUD: All right, okay.

M5. DeCARLO And if it ends up that we can't
schedul e a workshop prior to issuance of the PSA, whatever
date we're given fromthe Committee, then we'll hold the
wor kshop afterwards. W're ready. W' ve got our analysis
pretty nuch in draft form it's just -- it would be nice to
be able to work it over a little bit with the applicant and
see if there is any path forward with some of these
al ternatives

HEARI NG OFFI CER RENAUD: Ckay. M. Carroll, did
you want to say sonething else? | thought maybe you did.

MR, CARRCLL: No.

HEARI NG OFFI CER RENAUD: No? Ckay, all right,
thank you. Al right.

Al'so in connection with the schedul e we have a

request fromSierra Club in the formof a notion to extend
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t he discovery cutoff. And when |I received this | went and
| ooked -- and as Sierra Club points out, we normally count
t he di scovery period as 180 days fromthe date of

determ nati on of data adequacy.

In this case, because we are dealing with an
anended AFC, the data adequacy part didn't apply. And if we
count 180 days from when the anendnent was filed, or the
anended AFC was filed, that would get us to October 29,
2012. Qoviously we are beyond that date. There is stil
sonme di scovery going on. Let ne ask Sierra Cub, since you
have made this request, what date you had in m nd because
you did not specify one?

M5. 1SSOD: Oh, hi, this is Andrea Issod with
Sierra Cub

HEARI NG OFFI CER RENAUD:  Yes.

M5. I1SSOD: W were just basically asking to
submt the additional requests that were attached to the
not i on.

HEARI NG OFFI CER RENAUD: (Ckay, thank you. And to
get those responded to basically is your request.

M5. | SSOD: Right.

HEARI NG OFFI CER RENAUD: All right. M. Carroll
did you have a response to Sierra Cub's request?

MR. CARROLL: Yes. The applicant doesn't have any

opposition to the Sierra Club's request to extend the
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di scovery period for the purpose of propoundi ng those data
requests that were attached to their notion. W have those.
We are already in the process of review ng them and
starting to prepare responses.

HEARI NG OFFI CER RENAUD: All right.

MR. CARROLL: So we don't have any probl em
respondi ng to those additional data requests.

HEARI NG OFFI CER RENAUD: All right. Well that
sounds to ne like there is basically an agreenent between
the parties as to this matter and so the Conmttee will not
rule onit. If you get into further, have any further
concerns about it let us know but it sounds as though you
are in good shape here. Does that sound acceptabl e, Andrea?

M5. |1 SSOD:  Yes, thank you.

HEARI NG OFFI CER RENAUD: Ckay, good, thank you,
all right. GCkay.

Comm ttee nmenbers, do you feel you have enough
information that we coul d decide on a schedule or is there
further issues you want to bring up with the parties before
we nove into any other discussions here? | think we've
pretty nmuch covered it.

MR. CARROLL: If I may just add, | did receive
during the course of the proceedings here an email from Dave
Warner at the air district indicating all participating

staff are saying that they think February 1 is doabl e,

EHLERT BUSI NESS GROUP

(916) 851-5976




© 00 N o o B~ w N P

N NN N NN R R R R R R R R R
O N W N B O © O N o 00 M W N L O

27

meani ng i ssuance of a PDOC by that date. That's just an
addi ti onal point of information.

HEARI NG OFFI CER RENAUD: All right, thank you,
that's good to know. Ckay, good.

| think we do have sone questions the Committee
Menbers may wi sh to ask. Before we nove to that |let ne ask
the parties if they have anything they wish to bring to the
attention of the Commttee. Starting with applicant,
anyt hing that we haven't already di scussed?

MR. CARROLL: Nothing further at this point.

HEARI NG OFFI CER RENAUD:  Staff?

M5. DeCARLO Not hing further.

HEARI NG OFFI CER RENAUD: All right. Any other
party, any intervenor wish to bring anything up with the
Comm ttee, present or on the phone? Let nme nmake sure |'ve
got --

(No response.)

HEARI NG OFFI CER RENAUD: All right. | believe we
may have sone questions fromthe Comnmttee Menbers so let's
proceed with those, thank you

PRESI DI NG MEMBER DOUGLAS: So | just have a
handful of questions. Could you rem nd ne what the co-
products out of this facility would be, fertilizer and maybe
sonething else; is that correct?

MR. LERDAL: Yes, there will be two types of

EHLERT BUSI NESS GROUP

(916) 851-5976




© 00 N o o b~ w N P

N NN N NN R R R R R R R R R
O N W N B O © O N o 00 »h W N R O

28

fertilizer, urea in the pelletized formand urea anmoni a
nitrate. There will also be, as part of the process of
gasifying the coal there is quite a bit of sulfur that wll
be renoved as well. And of course the carbon dioxide.

PRESI DI NG MEMBER DOUGLAS: Ckay. And a question
for staff. |s the Departnment of Food and Agriculture or any
ot her departnent of state governnent involved in permtting
or overseeing fertilizer production? 1Is that an entity or
are there other entities that we should be tal king to?

M5. DeCARLO | am not aware of Departnment of Food
and Ag's involvenent in fertilizer permtting, we definitely
can look intoit. | do believe they are involved in
certifying the fertilizer product.

PRESI DI NG MEMBER DOUGLAS: kay.

M5. DeCARLO | don't know to what extent that
woul d be involved in our permtting. But we will |ook into
it and nake sure we contact themto see if they're
interested in any aspect of this project.

PRESI DI NG MEMBER DOUG.AS: That woul d be very
hel pful. Because one of the surprises that we don't want to
have is to have another agency show up late in the process
with requirements we weren't aware of or concerns we weren't
aware of. And obviously -- to nmy know edge this is the
first Energy Comm ssion project that has involved fertilizer

production so | just want to nake sure that we cover our
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bases there.

Anot her question that | have. You know, to sone
degree sonme of the questions |I am asking may be answered in
the staff document and I am not asking you to go into or,
you know, preview the PSAwith us at this point in tine.

But | amquite interested in understandi ng nore about where
sequestrati on has ben denonstrated nationally or
internationally and how this project takes advantage of

i nformation gai ned and the nost advanced research and
denonstrations that have been done on this topic. |'mjust
going to put that out there and hope that it's addressed in
t he PSA or subsequent to the PSA.

|"ve got one other thing I mght say on the
schedul e but I want to know, Comm ssioner MAlIlister, mybe,
if you have any other questions go ahead.

ASSCOCI ATE MEMBER McALLI STER | have one area |'d
like to know nore about. And we don't have to, again, we
don't want to dig in to nmuch to the details at this status
conference but just sort of signal areas of interest.

Applicant, you have |laid out sone reasons for the
shift to the Mtsubishi product, the Mtsubishi generation
system essentially, and the gasifier and everything. So
| " mwondering -- so one inpact of that was that you had to
use nore coal and | ess petcoke. And | think to sonme extent,

froma California perspective, we're producing |ots of
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pet coke here and that petcoke is going to get used sonewhere
and it would be kind of nice to sort of, froman industrial
ecol ogy perspective, utilize it in the state. That was kind
of one of the upsides of the original proposal, to dispose
of that petcoke in a way that was innovative and cl osed

| oops.

So the fuel cycle to provide nore coal and |ess
pet coke is a change and | just want to understand sone of
the drivers. So you've laid out sone of them you know,
it's nore efficient, nore robust in sone ways, and |
understand sort of at the top level but | would like to
understand a little bit nore deeply sort of the
t echnol ogi cal .

And if there are any, the sort of inpacts, the
inplications of that change or the drivers of that change
fromthe project, fromthe overall project perspective.

Sort of financing and maybe the DCE grant has sone
conditions on it, I don't know But those sorts of issues
maybe the representative from DOE could al so speak to.

I"minterested in sort of understanding the issues
that were driving the decision to change technologies in the
application, with an eye towards understanding the
inplications for the fuel cycle and the actual plant that we
woul d be approving -- that we woul d be consi deri ng.

MR. CARROLL: This is Mke Carroll on behal f of
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the applicant. | don't believe we have on the phone with us
today any representatives fromFluor, who | think would be
in the best position to respond, so |let ne ask our team
both at the table and on the phone, if they would like to
respond to that. But what | will also cormit tois
followng up with a witten subm ssion fromour conplete
technical team But with that 1'Il open it up and ask if
anybody on the phone or at the table here today wants to
provide a prelimnary response.

MR. LERDAL: | can -- this is Mark Lerdal from
HECA. | can provide a fairly top level; | probably won't
gi ve you much nore detail than you have. But it's a
conbi nati on of comrercial and technol ogical factors. The
petcoke is quite a bit nore abrasive on the gasifier, for
one. So that that mx, while changing it towards a | arger
mx toward the coal actually maintains the gasifier for
quite a bit |onger.

But, of course, the financing plan that the
Japanese governnent had in place was very attractive for
making it certain that the project actually got built. You
know, this is a little bit of a chicken and egg, which one
did you go to first. | can tell you that we are quite aware
of this issue and we are doing additional testing on
per cent ages.

Alot of this has to do with what an institution
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i ke Mtsubishi Heavy Industries can give us a warranty,
gi ven that petcoke is a product that hasn't been gasified
historically in the quantities that we're tal king about.
It's been done on a nmuch snualler scale.

One of our principal technol ogical guys and one of
the Fluor guys is headed over to Japan next week to actually
witness a couple nore tests with sone different factors.

Pet coke, of course, is not as consistent a product as is
coal froma single mne and so that trying to predict how it
acts in the gasifier is much nore difficult than it is with
the coal. And then finally let's not forget that the
Department of Energy grant is for coal, it's not for

pet coke.

So for us it has been a delicate bal ance of trying
to understand each and every one of the constituents that we
have, and at the sanme tinme trying to make certain that we
have a project that is able to be funded and built and so
that we can actually acconplish the goals that we set up

MR. DETWLER  This is Paul Detw |er from DCE.
Yeah, the grant is conditioned on significant coal use
t hrough the period of DOCE invol verent, which extends for two
or three years after the start of conmercial operation in
what's called the Denonstrati on Phase.

PRESI DI NG MEMBER DOUGLAS: So, M. Detwiler, this

is helpful for the Committee to understand. So when we say
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significant coal use for, you said the denonstration phase
of the project, is that right?

MR DETWLER  Correct.

PRESI DI NG MEMBER DOUGLAS: Two or three years. |Is
it two years or --

MR. DETWLER  After commercial operation

PRESI DI NG MEMBER DOUG.AS: Two or three years
after comrercial operation. Wat is "significant coal use?"

| s that neasured by the amount of coal or the percentage of
coal ?

MR, DETWLER It's a percentage. W have chose
to measure it as a percentage of the feedstock.

PRESI DI NG MEMBER DOUGLAS: So you' ve chosen to
nmeasure it as a percentage of the feedstock as opposed to an
absol ute anount of --

MR, DETWLER  Yes.

PRESI DI NG MEMBER DOUGLAS: So for exanple --

MR, DETWLER And it works well because, again
after DOE's involvenent we don't have the authority or the
purvi ew to, you know, dictate operations after our
i nvol vement has ended.

PRESI DI NG MEMBER DOUGLAS: | see. And are there
ot her projects that are being funded out of the sane, the
sanme kind of pot of Recovery Act noney that are simlar to

this or that try to achieve, try to denonstrate sim|lar
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things? O is this --

MR, DETWLER  Yes.

PRESI DI NG MEMBER DOUGLAS: Ckay. Can you tell us
what those are?

MR DETWLER Well there is one in Texas, which
woul d nake fertilizer and CO, and electricity as well. |
don't, I'mnot sure whether they plan to burn any petcoke at
all.

There are a nunber of projects that intend to
sequester CO, in geological formations |ike saline
formati ons without any enhanced oil recovery and those,
bel i eve, plan to use exclusively coal

And then there are simlar projects but are funded
under a different statutory authority that use CO, from
i ndustrial sources. And those are not required to use coal,
al t hough sonme of themmay. But they also conme fromlike
nmet hane reformul ati on and things |ike that from comerci al
chem cal plants.

But this program the C ean Coal Power Initiative
program requires significant coal use by the project to
qual i fy for DCE fundi ng.

ASSCOCI ATE MEMBER McALLI STER And M. Detwi |l er,
what is that percentage that DOE is operating under, the
requirenent ?

MR. DETWLER W don't have a fixed percentage
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but, you know, it would have -- it can't be a de mnims
anount .

ASSCOCI ATE MEMBER McALLI STER  Ckay.

MR DETWLER W don't have a -- there is no
statutory cutoff line as to what's significant.

ASSCCI ATE MEMBER McALLI STER  Ckay, thanks.

PRESI DI NG MEMBER DOUGLAS: So you don't have a
cutoff in statute or in the program guidelines that defines
what is significant?

MR DETWLER | don't believe we do, no.

PRESI DI NG MEMBER DOUGLAS: Okay. | guess just as

MR. DETWLER  And renenber -- yeah

PRESI DI NG MEMBER DOUGLAS: Go ahead.

MR DETWLER | nean, renenber, we were sort of
on the other side of this issue with the first iteration of
this project that wanted to use exclusively petcoke. And we
had to nake sure that they were going to use significant
anounts of coal during the denonstration phase for that,
that iteration

PRESI DI NG MEMBER DOUGLAS: | see. So | think, you
know, just speaking for myself, it would be helpful to nme to
under stand nore about what "significant” is. And to the
degree that it is defined in the guidelines or defined in

some way, that would be really hel pful to me to understand.
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And | would also be really interested in, you
know, even getting a list of these other projects that are
bei ng funded that are simlar to this one, both the ones
that are tied to the clean coal power program and the ones
that are al so denonstrating other aspects of sequestration
fromindustrial processes, as you said. That would be
hel pful background for the Conmttee.

MR. DETWLER  Ckay.

ASSCCI ATE MEMBER McALLI STER Geat. And |11
just add to Comm ssioner Douglas' request. It would be very
hel pful for the Conmttee to have a sense of what the
potential scenarios are, at least a plan for getting to sone
potential scenarios for the fuel cycle or the feedstock
i ssue going forward. And so, you know, really fundanentally

how | ocked in are we to one, one approach for fueling the

pl ant or how much flexibility, you know, will there be going
forward? | think that's inportant to know.
MR. DETWLER | trust that that seens to ne to be

a question for the applicant, not for DOE

ASSOCI ATE MEMBER McALLI STER:  Yes. Sorry, | was
actually | ooking at the applicant when | was tal king so
t hank you.

MR. DETWLER  Okay, sorry. | just wanted to nake
sure | knew what ny homework was. | take it for the first

request you would |ike to know sort of the fuel sources for
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t hose various projects?

PRESI DI NG MEMBER DOUG.AS: Yes, that would be --

MR DETWLER  Your request.

PRESI DI NG MEMBER DOUG.AS: That woul d be very
hel pful, the fuel sources and the actual anmounts of coal
Because to ny way of thinking, both could be relevant to
t hi nki ng how much is, you know, what is a significant anount
of coal use. That would be --

MR DETWLER Okay. |I'll see what | can do.

PRESI DI NG MEMBER DOUGLAS: That woul d be
extraordinarily helpful. And also, you know, we may | ook at
that |ist and we may see sonme projects that we mght want to
know nore about because they nay speak to technical issues
that come up in this case and so having that list as a
starting point would be really hel pful to us.

MR. DETWLER  Ckay, we'll provide that.

PRESI DI NG MEMBER DOUG.AS: | just have one nore
comment on the schedule, not really a question. |It's
important to the Energy Comm ssion to nove projects
expedi tiously, even when there are conplicated issues and
even when there is a need for information gathering. W
have an iterative process that facilitates information
gathering really through the process. | amgoing to be very
focused on the schedule and our ability to stay on schedul e.

At the sanme tinme | do have to say that | found
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nmysel f struggling with the inplication that we had been
studying a certain issue for three and a half years. |
think that for sone of the three and a half years this
project was on inactive status and I don't knowif it was a
year or so of that time. So | want to just --

We are picking up a conplex anmendnent, there are
sonme significant project changes. Not everything has
changed. And it is absolutely right that where water source
or sonething like that has not changed we should be able to
pi ck up and nove forward nuch nore quickly when it has not
changed.

But at the sane tinme | just want to be clear that
we are all speaking the sane | anguage when it cones to the
schedule. It is very inportant to nme that this process stay
on schedule and that we nove forward and resol ve issues. |
think we al so need to recogni ze that there was a period in
which this application was waiting for changes that took
sonme tinme to work through and now that it's here before us |
want it to nove as expeditiously and on schedul e as we
possi bly can. Thank you.

HEARI NG OFFI CER RENAUD: Ckay, thank you. And
just to follow up on the question that was asked a while ago
about co-products fromthe project. | amnot sure | heard
menti on of the amonia. And just |ooking at the amended AFC

it looks |ike anhydrous ammonia, | believe it would be, and
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with the option of directly selling it rather than using it
on site. |Is that still -- | see you shaking your head.

MR LERDAL: This is Mark Lerdal from HECA. No, |
believe -- I'"'mnot sure when we -- it was during sone period
during the question and answer period in the discovery, but
we have elim nated anhydrous anmonia as a product.

HEARI NG OFFI CER RENAUD: | just wanted to nake
sure about that. Al right, thank you, great.

MR. CARROLL: And just to anplify that. There was
sonme question about consistency of the manufacturing conpl ex
wi th the underlying zoning and general plan and certain --
manuf act ure of products for certain uses are perm ssible
under the existing zoning and general plan designation
wher eas manufacture of products for certain other uses may
not. And so there were sonme nodifications, as M. Lerda
indicated, relative to what was contained in the anended AFC
to ensure that the project was consistent with the
underlying zoning in the general plan amendnent. So that
was really the driver for sone of those changes in the
proj ect m Xx.

HEARI NG OFFI CER RENAUD: All right, great, thank
you. |If the Conm ssioners don't have anything further
think we can nmove to public comment. [1'll just say that the
Commttee will take under advi senent everything you have al

told us today and conme up with a revised schedule. It
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probably won't pl ease everybody, it m ght not please

anybody, but it will be what | ooks to the Cormittee to be

t he best conprom se between expedition and thoroughness.
kay. Let nme ask if -- | don't see that any of

the intervenors have joined us by phone but if you have why

don't you identify yourselves at this tinme, other than

Ms. Issod fromthe Sierra Cub

(No response.)

HEARI NG OFFI CER RENAUD: Al'l right.

M5. | SSOD:  And --

HEARI NG OFFI CER RENAUD: CGo ahead.

M5. I1SSOD: | do have a, | have a follow up
guestion if that's okay?

HEARI NG OFFI CER RENAUD: Pl ease, go ahead.

M5. I1SSOD: Geat. It might have just been that |
was unabl e to hear the discussion about the anpunt of coal
use related to DOE's funding. D d you have a -- do you have
a specific requirement with regards to HECA on a percent age
of coal that this project nust burn for the first few years?

HEARI NG OFFI CER RENAUD: | take it you're
directing your question to M. Detw ler?

M5. |1 SSOD.  Yes.

HEARI NG OFFI CER RENAUD: All right.

MR DETWLER |I'mhere. Their plan to use 75

percent coal satisfies our statutory requirenment that the
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projects that get funded fromthese nonies use coal, have
significant use of coal

M5. |1 SSOD: Ckay.

MR DETWLER And that's not to say -- | have a
task to answer the Conmi ssion to see whether we have any
nore specificity than that. | nean it's --

M5. |1 SSOD: Ckay.

MR. DETWLER  That was the proposal made by the
applicant and we deemed that significant. That's not to say
t hat we woul dn't have deenmed 80 or 60 or 40 or 90. | nean
(WebEx interference) significant -- sufficient either, so.

M5. 1SSOD: (Ckay. So your contract docunents
don't specify that it must go above a certain percentage.

MR. DETWLER We would have a problemif suddenly
the plant burned 100 percent petcoke or 99 percent petcoke.

M5. |1 SSOD: Ckay, thank you.

MR. DETWLER  That kind of change woul d have to
be approved by the Departnent. But | do need to find out
whet her we have guidelines or other, you know, ceilings or
t hreshol ds or m ni num anounts.

ASSCCI ATE MEMBER McALLI STER | guess | woul d just
point out, this is Andrew McAllister. It seens like in sone
ways if technol ogically you could use nore petcoke, then
given the difficulty of that as a feedstock, it sort of

proves the concept of -- because coal would be actually
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easier to do than petcoke. So |I guess |I'mkind of wondering
-- it would be nice to know sort of what DOE's criteria for
sort of proving technology is. And at a nore fundanent al

| evel , just because the project may be able to neet those
needs. Sort of, concept kind of needs, with sone additional
flexibility al so avail abl e.

PRESI DI NG MEMBER DOUGLAS: You know -- this is
Comm ssioner Douglas. [|'Il just kind of flip Comm ssioner
McAl lister's conment into a question. 1Is there anything
t hat one woul d not understand about how this technol ogy
applies to coal froma project that uses petcoke? | nean, |
think the prem se of his comment or question was that
pet coke presents the sanme issues with potentially sone
addi ti onal conplications, as opposed to not proving
sonmething. So, M. Detwiler, we would definitely be
interested in your thoughts.

MR DETWLER M answer is this, is that nothing
gets proven by projects that aren't built. So I wll |ook
at the technical things but, I mean, | will |ook at the DCE
statutory requirenents and guidelines. But ny guess is that
this is nore driven by the technol ogical envel ope for the
turbines and gasifiers and I amway out of ny depth now,
rather than -- rather than DCE statutory requirenments. As |
said, the only question we had was with the previous

iteration where there was a plan to burn 100 percent petcoke
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and we were certain that that did not neet the statutory
requi renents for funding under this program

ASSCOCI ATE MEMBER McALLI STER: And this is not to
i mpugn the econom c and financial issues. So | just want to
be clear this is a technol ogi cal discussion right now.

MR. LERDAL: This is Mark Lerdal again. There is
one other commercial issue that | didn't mention and that
has to do with the way coal is sold as opposed to the way
petcoke is sold. Petcoke is a commodity that is not subject
typically to long-termsupply contracts. As the Conmi ssion
knows, a high percentage of it is exported to India,
| ndonesi a and China for conbustion. And a lot of that has
to do with really sone of the short-term spot markets in the
Far East.

Wth coal, typically they want a -- the supplier
wants a | onger contract so that he can nake the capital
investnent at the mne so that it knows that it can recover
its investnment. Finally, | have one little bugaboo that |
want to, that | want to mention. W don't burn coal, we
will gasify it.

PRESI DI NG MEMBER DOUGLAS: We definitely hear you
on that |ast point.

ASSCCI ATE MEMBER McALLI STER:  Poi nt taken.

PRESI DI NG MEMBER DOUGLAS: Point taken. | was

intrigued by your description of the difference in the
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mar ket for petcoke versus coal. Are there comrerci al
barriers to long-termcontracts for petcoke or is it nore
just that that isn't typically done?

MR. LERDAL: Primarily comercial barriers. It's
been described as either a byproduct of the refining
process, but of course it is not a byproduct because it is a
product that is sold. But it's thought of in the refining
busi ness as a byproduct and therefore it changes -- its
conposition is changed each tinme a different supply of crude
oil is used. And so its quantity is different, its makeup
is different, the constituent parts that are taken out.

Each different refinery has a different footprint for its
pet rol eum coke.

You know, again, perhaps we could get a |onger
term But one of the concerns is that the price -- not only
the -- not only the quantity and the quality but the price
fluctuates so much. So we would be talking to an
organi zation |like BP, Valero, one of these, where
historically it's been sonewhat additional incone. |If the
commercial operator at the refinery were to set the | ong-
termprice too lowit wouldn't be a great career nove. |If
it would be too high perhaps we couldn't get financed. So
we have been working on this, of trying to think about sone
sort of artificial hedge or sone sort of other long-term

contract but to date we haven't been successful.
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PRESI DI NG MEMBER DOUG.AS: You know, your answers
are very hel pful and they always spark nore questions and so
|"mgoing to do it to you again. But you should feel free
to defer answers to sonme of these questions too if you feel
a need to.

The question that canme to nme as you were speaki ng
is, how big a difference does the variation in say

conposition or makeup of the petcoke make for the gasifier?

Is that a big deal, is that an inportant nuance but
potentially manageable? | nean, is that one of the warranty
i ssues that you're thinking about? | amjust trying to

under stand what the level of variation is and how t hat
affects the gasifier. Because | definitely hear you that
the refining industry sees petcoke as sonmething of a
byproduct and they certainly aren't currently geared up to
produci ng consi stent, uniform petcoke for soneone who cares
about nore subtle distinctions.

MR LERDAL: Well, let's start with this. | think
the refineries are doing everything they can to elimnate
pet coke, right. Because everything that ends up as petcoke
means it is not being used as one of the products that they
can get a nore prem um price

So | amnot going to be able to answer nost of
your question but | can add -- because you nmade ne think of

anot her part. W are now testing the solids that conme out
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of the gasifier. W're trying to find, because we are
obligated to find, sone use for those because the |last thing
we want to do is have all those end up in a landfill.

So once again, the consistency of the coal, we'll
be able to find a gasifier solid that will -- you know, we
can understand what the use is going to be. Once we
rei ntroduce petcoke with all of its constituent bad guy
products in it, it nmakes that a little nore difficult as
well. So we will get sone answers for you on, on the --
what the nasties do to the gasifier, but it is a big deal

PRESI DI NG MEMBER DOUGLAS: Okay. Well it wll
definitely help us to understand nore as we go through the
process. And thanks for your hel pful ness in answering
guestions today.

MR. CARROLL: Let ne just reiterate, we certainly
appreciate the Committee's questions and interest in this
topic so I'll reiterate ny offer that we will followup with
a witten subm ssion. As you've gathered fromthis
exchange, the fuel mx is driven by a nunber of conplicated,
regul atory, technical, comrercial issues. But we'll spin
all of those out in a witten subm ssion and provide that to
the Commttee.

ASSCCI ATE MEMBER McALLI STER  Thank you very much

HEARI NG OFFI CER RENAUD: Ckay, thank you. Let's

once again ask if there is any party, either present or on
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t he phone, who wi shes to address the Commttee or ask a
guestion before we nove to public conment?

(No response.)

HEARI NG OFFI CER RENAUD: All right, hearing none,
let's nove to public comrent. Let nme ask first if there is
anyone present here in the roomin Sacramento who wi shes to
cone forward and make conment ?

(No response.)

HEARI NG OFFI CER RENAUD: Apparently not. |Is there
anyone on the phone who wi shes to address the Cormittee and
make a public conment?

(No response.)

HEARI NG OFFI CER RENAUD: Apparently not, al
right. Al right, thank you very much for your
participation. The Commttee will now adjourn to cl osed
session for deliberation of the matters discussed here
today. After that | will return and formally adjourn the
nmeeting but this will end the public participation portion
of the neeting at this tinme. Thank you again.

(The Conmittee adjourned into

cl osed session at 11:44 a.m)

(The Conmittee reconvened from cl osed

session at 11:53 a.m, had nothing to

report and i mredi ately adj ourned.)

--000- -
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